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Learning Objectives

Help Help clients avoid common inherited IRA mistakes

Ulale[s15S=1sle M Understand SECURE Act implications

Explain Explain asset titling impacts

Sallle]alzlsMM The impact of beneficiary designations

@felo](e[[gF-\(= Coordinate annuity and life insurance planning with estate plans

Discuss Discuss advanced trust planning concepts such as TeaPot Trust strategies
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THE GREAT WEALTH TRANSFER

CERULLI PROJECTS WEALTH TRANSFERRED THROUGH 2048

WILL TOTAL

$124

$105

TRILLION

$18

TRILLION

TRILLION

Expected to
flow to heirs

Expected to
go to charity

will be transferred
from Baby Boomers
and older generations,

NEARLY

$100

TRILLION

representing

81%

of all transfers.

SOURCES OF WEALTH TRANSFER

By Generation

® $100 TRILLION (81%)

Baby Boomers & Older Generations

@® $18 TRILLION (15%)

Generation X

$124

TRILLION
TOTAL

ON (4%)

Younger Generations

These transfers will occur over the next 25 years,
through 2048,

Source: Cerulli Associates | The Cerulli Report—U.S. High-Net-Worth and Ultra-High-Net-Worth Markets 2024:

The Great Wealth Transfer: Capturing Money in Motion | December 5, 2024

THE MAJORITY OF WEALTH TRANSFERRED COMES

‘% Make up only

FROM A SMALL PERCENTAGE OF HOUSEHOLDS

More than 50% of the overall total
volume of transfers—

nl.‘-\ s r S‘ X AR

TRILLION

lS ekpected to come from those who are
currently high-net-worth and
ultra-high-net-worth (HNW/UHNW).

BUT WILL CONTRIBUTE
More than

0
50%

of total wealth transfers

_,/

HNW/UHNW HOUSEHOLDS

o

2%

of all households



THE FIRST TRANSFER: TO SPOUSES

$54

TRILLION

WILL BE PASSED ONTO

THE CRITICAL FIRST STEP IN THE WEALTH TRANSFER JOURNEY

SPOUSES TO SPOUSES TO HEIRS

before eventually transferring Wealth is first transferred After the surviving spouse

intergenerationally to heirs horizontally to a passes, wealth transfers

and to charities. surviving spouse. to the next generation.
THE MAJORITY OF THIS WEALTH IS FOR WIDOWED WOMEN WHY THIS MOMENT MATTERS

WOMEN LONGER LIFE

EXPECTANCY

in the Baby Boomer
and older generations. Women typically

outlive their spouses

Widowed women will temporarily control CREATING A MASSIVE by 5-7 years
enormous pools of wealth before it is ultimately NEED AND OPPORTUNITY on average.

@ transferred to heirs and to charities. for providers across the wealth

and asset management spaces.

SUDDEN WEALTH
RESPONSIBILITY

Widowed women
often face complex
financial decisions

at a time of

emotional transition.

SIGNIFICANT
NEED

This creates a
massive need for
guidance, education
and personalized
support.

NEARLY OF THESE SPOUSAL
Pl © &
WIDOWED

THE JOURNEY OF WEALTH TRANSFER

TO CHARITIES

A portion of wealth
ultimately supports
charitable causes.

SIGNIFICANT
OPPORTUNITY

A powerful opportunity
for trusted advisors
and providers across
the wealth and asset
management spaces.

HORIZONTAL TRANSFERS TO SPOUSES ARE THE FIRST KEY
AND MOST SIGNIFICANT STEP IN THE WEALTH TRANSFER PROCESS. TAKEAWAY
Understanding and supporting widowed women is essential to helping families

preserve, manage and prepare wealth for future generations.

Widowed women represent a critical and growing

:.{ client segment—one that will shape the future of

wealth management for decades to come.

Source: Cerulli Associates | The Cerulli Report—U.S. High=Net-Worth and Ultra-High-Net-Worth Markets 2024:
The Great Wealth Transfer: Capturing Money in Motion | December 5, 2024



WHAT WEALTH LOOKS LIKE WHEN IT’S INHERITED

A snapshot of the assets most commonly passed on, based on
IRS estate tax data (2021)

COMPOSITION OF TAXABLE ESTATE ASSETS

>-

By Asset Type (2021)

Estates are most often
made up of a mix of
investments, businesses,
real estate, and other
valuable assets.

/ 100%

'T * -~ TOTAL ASSETS OF ESTATE ASSETS

REPORTED ON ESTATE
TAX RETURNS (2021)
;j: - Q
$189.

BILLION

STOCK AND REAL ESTATE
MAKE uP OVER HALF

of all estate tax decedents’ asset holdings
reported on returns filed in 2022.

10.9%

Publicly Traded Stock 15.4%
Ownership in public companies
and listed securities

Cash & Bonds

Cash, bank accounts,
government & corporate bonds

13.7%

Closely Held Businesses
& Private Equity 10.9%

Ownership in private companies,
partnerships & private equity

Mutual Funds

Investments in mutual funds
and commingled vehicles

8.3%

@
®
©

Real Estate 7.4%
(Personal & Commercial)
Residential, commercial, land

and other real property

Other Assets 25.5%
Includes life insurance, retirement
plans, tangible persconal property,
farms, and other miscellaneous assets

Stock and real estate made up

over half of all estate tax decedents’
asset holdings reported on returns
filed in 2022."

— IRS, Estate Tax Study (2022)

KEY TAKEAWAYS

Fuma
feaFi

BUSINESSES MATTER

Closely held businesses
and private equity
represent a significant
portion of inherited wealth.

DIVERSE BY NATURE

Inherited wealth spans a
wide range of asset types—
not just cash or real estate.

N\
7o

J

REAL ESTATE
REMAINS CRUCIAL
Real estate—personal
and commercial—
is @ major component

of estates.

WHAT THIS MEANS

Source: IRS, Statistics of Income (SOI) — Estate Tax Statistics, Table 4, Tax Year 2021

/‘A’.j D

of I [
INVESTMENTS EVERY ASSET
LEAD THE WAY TELLS A STORY

Public stocks, mutual
funds, cash and bonds
together represent
nearly 38% of assets.

Other assets—including
retirement plans and
life insurance—play an
important supporting role.

Understanding the types of assets clients are likely to inherit helps advisors provide
smarter guidance, better planning, and more meaningful conversations across generations.



RETIREMENT ASSETS BY TYPE

Billions of dollars, end-of-period

2025: Q3 -2025: Q4 Ml 2025: Q3 M 2025: Q4

IRAs are the largest
retirement asset
Billions category
of dollars I
25,000 -
19,22
20,000 18,894
14,197
15,000 13,956
9,529 9,956
10,000
5,000 3 142 3 m 2 610 2 640
0
IRAs DC plans Private-sector Government Annmty
DB plans DB plans reserves

Americans held $14.2 trillion in all
employer-based DC retirement plans
as of December 31, 2025.

Of that, $10.1 trillion
was held in 401(k) plans.

® Estimate.
Note: DB = defined benefit; DC = defined contribution.

Source: Investment Company Institute, Retirement Assets, Fourth Quarter 2025

e

ROLL OVER ASSETS ARE A
MAJOR COMPONENT OF
TRADITIONAL IRAs

59%

of traditional IRA-owning
households include
rollover IRA assets from
employer-sponsored
retirement plans.

A
NS
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Inheriting Large IRAS

The impact of The SECURE ACT



The New Reality of Inherited IRA Planning
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A Most non-spouse beneficiaries must distribute inherited IRAs within 10 years
A During the 10year term, RMDs are still required under certain circumstances
A Stretch IRA strategies eliminated for all nofEligible Designated Beneficiaries (EDBS)

A Accelerated taxation risks



INHERITED IRA RULES: BEFORE vs. AFTER THE SECURE ACT

The rules changed. The tax impact can be dramatic.

BEFORE THE SECURE ACT

(Pre-2020)

AFTER THE SECURE ACT
(2020 and Beyond)

Stretch IRA
Availability

Widely Available

Most non-spouse beneficiaries could “stretch”

RMDs over their life expectancy.

Distribution
Period

Required Minimum
Distributions (RMDs)

During Inheritance beneficiary’'s age.

Eligible Designated Not Applicable

Beneficiaries (EDBs)
could stretch.

Life Expectancy
Distributions based on beneficiary's life
expectancy (single life table).

No special category—most beneficiaries

Potential for decades of tax-deferred growth.

Yes, Based on Life Expectancy
Annual RMDs required each year based on

@9 Tax Deferral High
; Potential Q
ﬁ Planning o More Flexibility

Opportunities
and conversions.

Longer timeline allowed for tax planning

KEY TAKEAWAY: The SECURE Act fundamenta

of proactive, tax-smart strategies.

lly changed inherited IRA planning

for most beneficiaries—accelerating distributions and increasing the importance

Session 1: Estate Planning Masterclass

Greatly Limited
Most non-spouse beneficiaries must withdraw
the entire inherited IRA within 10 years.

10-Year Rule
Full distribution required by the end of the
10th year after the account owner’s death.

Often, But With Exceptions

RMDs required during the 10-year period for most
beneficiaries (exception: designated beneficiaries
who are EDBs).

Special Protection

EDBs (e.g., spouse, minor child, disabled, chronically
ill, not more than 10 years younger) may still use

life expectancy.

Lower
Accelerated taxation due to compressed
distribution period.

More Urgency Required
Planning must occur earlier to manage taxes,
IRMAA, and beneficiary outcomes.

ADVISOR ACTION:

Review beneficiary designations, trust structures,
and tax strategies now to help protect more

of your clients’ legacy.

10



Additional Details with TRUSTS

Session 1: Estate Planning Masterclass

Secure Act Beneficiary RMD Summary

Tax
Terminology

Designated
Mon-Eligible

Beneficiary

Eligible Minor
Child

Person Less
Than 10 Years
Younger

Disabled or
Chronically Il
Person

Qutright 10-Year Rule |Life Life Expectancy |Life Expectancy |Life Expectancy
Beneficiary Expectancy Rule {Until Rule Rule
Rule Majority then 10-
Year Rule)
Conduit Trust 10-Year Rule |Life Life Expectancy |Life Expectancy |Life Expectancy
Expectancy Rule {Until Rule Rule
Rule Majority then 10-
Year Rule)
Designated 10-Year Rule | 10-Year Rule 10-Year Rule 10-Year Rule Life Expectancy
Beneficiary Rule
Trust
Mon- Bafore RBD: 5- Before RBD: 5- Before RBD: 5-Year Before RBD: 5-Year | Before BBD: 5-Year
i Year Rule Year Rule Ruls Rule Rule
DES'E'_-' gted After RBD: Ghost | after RED: Ghost after RED: Ghost After RBD: Ghast Aftar RED: Ghast
Beneficiary Life Expectancy Life Expectancy Lifz Expectancy Life Expectancy Life Expactancy
Trust Rulez Rule Rule Rule Fule

11



THE HIDDEN TAX BOMB IN LARGE IRAs s

o oy M e : - TOTAL TAX IMPACT
e ct’s 10-Year Rule Can Dramatically Accelerate Income Taxes $1,201,000

(40% of Inherited IRA)

STARTING ASSUMPTIONS PROJECTED IRA ACCOUNT VALUE OVER 10 YEARS® ESTIMATED TAX IMPACT OVER 10 YEARS®

: 4.46M
Inherited Traditional IRA 35EM s386M  S4.05M $a25m 3 <O Federal Income Tax
$333  $350M  S3S8M NI (ave. 32%) $1,027,000
$3,000,000 $3.0M | s30om  $3.02M $3.17m 33 _ g
Value at Death S I T
tate Income Tax
5% Annual Growth A=t ' $223,000
nnual Growt
Before Distributions’ $2.0M
' | o} IRMAA Surcharges $62.000
i ]
Non-Spouse Beneficiaries $1.5M (Medicare Part B & D)
Subject to 10-Year Rule? ¥ 3 - ‘ p =
$1.0M ) B S : o - . ; o, “
Distributions during i . : )
Years 1-9 with full $0.5M ' : . L
distribution in Year 103 - Lost Growth Due to
$0
50 Higher Taxes® $39,000
Beneficiary in 32% Federal YearO Year1 Year2 Year3 Yeard Year5 Yearé Year7 Year8 Year9 Year 10
Marginal Tax Bracket and
resides in a 5% State B End-of-Year Account Value " Cumulative Distributions (Taxable) TOTAL ESTIMATED IMPACT $1 ,201 ,000

(40% of Inherited IRA)

Income Tax State*

Total Taxable Distributions Over 10 Years: $4,461,000

KEY TAKEAWAY: Without proper planning, a $3 million inherited IRA could lose over $1.2 million
to taxes and related costs—reducing generational wealth by 40%.

1 Source: JP Morgan Guide to the Markets (2024) — 5% long-term average annual retum for a balanced portfolio. 4 Seurce: Tax Foundation (2024) - Top state marginal income tax rate average ~5%. 7 Sourcee: IRS — Net Investment Income Tax (NIIT) of 3.8% applies to investment F d " | |
2 Source: SECURE Act of 2019 - Mon-spouse beneficiaries must distribute inherited IRAs within 10 years. 5 Source: Future value of $3,000,000 growing at 5% annually. income when modified AGI exceeds applicable threshalds, ar ? ucational purposes only. 2
3 Source: IRS Publication 590-B (2024) - Distributions must be completed by the end of Year 10. 6 Taxes are estimated on cumulative distributions and assume progressive taxation. 8 Source: Assumes 5% annual growth that would have continued absent taxes. Mot intended as tax or Iegal advice.

Session 1: Estate Planning Masterclass 12



cKeebler

Expertise. Insight. Clarity.

Is the IRA owner
living?

TRADITIONAL IRA RMD FLOWCHART
For Deaths After Effective Date of SECURE Act

Calculate RMD
each year

Distribute to
owner

Continue annual
RMDs

Calculate using Joint
and Last Survivor Table

Estate or Charity

Is the trust a designated |

beneficiary? See Treas. Reg. Did owner die
Sec. 1.401(a)(9)-4, Q&A 5 before RBD?

|

Is the beneficiary of the trust a
disabled or chronically ill person?

Ghost Life
Expectancy Rule

RMDs based on
Single Life Table

| =

Beneficiary's life

v

10-Year Rule

expectancy using
the Single Life Table

A

Does spouse perform
rollover or treat as
inherited IRA?

10-Year
Rule

l

Take RMD, if
applicable, then
go to step one
treating survivor
as new owner.

Distributions based on
child's life expectancy
until the child reaches

the age of majority (or
dies) at which time the
10-year rule applies

© 2011-2020 Keebler Tax & Wealth Education, Inc. All Rights Reserved.

Non-Spouse
Individuals

o

Is the beneficiary a
minor child of
the IRA owner?

N




THE IRA JOURNEY: FROM ACCUMULATION TO LEGACY

How IRAs Flow During Life—and What Happens After Death

@ DURING IRA OWNER’S LIFETIME AFTER IRA OWNER’S DEATH
DEDICATED BECOMES CRT
() PERSON gl,] [ ] PERSON
REVOCABLE TRUST £ (RA Ownen o ON DEATH % (Other Iterest)

(as IRA Beneficiary) (IRA Beneficiary)
SPIGOT TRUST

Allows for
deferral/payments 99.9%

| for over 20 years

99.9% ‘ | 0.1%

‘ 0.1%

IRA -
(Traditional) PAYS TO LLC

I INVESTS
ON DEATH ol

Proceeds from IRA

Pa# This structure helps preserve IRA assets, provides potential tax advantages through the charitable remainder
Q trust, and allows for flexible distributions to beneficiaries over time.

Note: For educational purposes only and net intended as legal or tax advice. | Sources: Investment Company Institute (2025); Cerulli Associates (2024)
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DISCLAIMER AFTER IRA OWNER’S DEATH

«—— How Proceeds Can Be Managed Through an LLC for Flexibility and Protection —

BECOMES
ﬁﬂ CRT ON DEATH 8 RERSON
(Other Interest)
Joe ]

(IRA Beneficiary)
SPIGOT TRUST
Allows for deferral/ 99.9% 0.1%
payments for " i
over 20 years l

LLC as Contingent

OOO Beneficiary
]
IRA PERSON OR
(Retiremeit ACCUMULATION TRUST
Account) May Disclaim

Invests Proceeds
from IRA

5 MAY DISCLAIM
e Beneficiary can disclaim

the inheritance if needed.

Using an LLC can provide asset protection, investment control, and potential tax advantages.
The structure allows for flexibility, long-term wealth management, and customized distributions to beneficiaries.

Note: For educational purposes only and not intended as legal or tax advice. | Sources: Investment Company Institute (2025); Cerulli Associates (2024)



Trusts as IRA Beneficiaries

Potential Advantages: Potential Drawbacks:

A Creditor protection ACompressed trust tax brackets
A Spendthrift protection A Complexity

ADivorce protection ADrafting errors

A Control over distributions ASECURE Act complications
AProtection for vulnerable ALoss of flexibility

beneficiaries
AMulti-generational planning

Session 1: Estate Planning Masterclass
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EGUct RUNDWY NnWbNE WA S8 NI

f KOWECWIiRagqaqtaJWNE WASNAWESY! quwWe UT WEqYeqe [ YL WdcU! Wned
HIJGRIJ2IJWgqoc qllgd Rt Ws RaaWwl 3t 2daqlWlRULIC LLIrsz YWASNLWNI 2t qH
OUL WL WaqéRt Wt 't qGALWs 6§ RAG Ws DWHC G0 Waq6 JWNs RUWNE WA8NL
Ag NLWNI 21t qdbE POTdgndsh illregdive the IRA/Plan after the death of the Participant, and a

10 year payout right. The Trustee will have the power to spray distributable net income among
beneficiaries in the most tax efficient manner as and when distributions are received from the IRA/Plan by
distributing income to beneficiaries in lower tax brackets or beneficiaries who have favorable tax
attributes, such as net operating or suspended losses.

The second POT Trust will hold assets that do not generate significant levels of income, such as equities

and municipal bond funds, and the Trustee of the second POT Trust can make distributions to

beneficiaries who are in hlgher tax brackets in order to make up for distributions made to other
HJUUDnR#H#RC | RIJY Ln | YOWagowwf A oAtdc UWASNLWNI 2t qoWWsNs Y LWa
ql et qt 6Wec Ul Wf k GWUOYqit 21 WWeHY2 qWagdédWe UR2 11 t 130w

N6 DWNs ROUWNE WASNWNI 2+ qWE!  qUGT WRY We WEWI 2RAPDW~ ¢ | t WY s U 1Ioryprbfit Iddjured, pulblicativss/L9 | Y aqq! W
and by individuals who have subscribed to this webinar and their friends!
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TeaPot Trust Planning Concepts

NJCAYqUWl WeNIl et qUUIT WEGGHY! JUW H#HAEYa2UqWAGecUWEGGY! qea URq! WNI 2t qm

Potential Objectives:

A Preserve tax deferral opportunities

A Increase control over inherited assets
A Enhance beneficiary protections

A Coordinate advanced trust planning with retirement assets

Planning Considerations:
A Complexity

Trustee selection
Drafting precision

SECURE Act implications

o Io Do P>

State law coordination

Session 1: Estate Planning Masterclass

18



What Do We Tell Our Clients? An Example

TWO PARENTS / THREE ADULT CHILDREN

Child 1is Neurosurgeon « Child 2 is School Teacher « Child 3 is Non-Self Supporting

OUR THREE ADULT CHILDREN
g SPOUSE 1 J—?—{ @ SPOUSE 2 PR
‘ ‘ Neurosurgeon

40% Tax Bracket

JOINT ASSETS
@ @ _ School Téacher
IRA OTHER ASSETS IRA % Tax Bracket
$450,000 $3,900,000 $450,000

CHILD 3
Non-Self Supporting

TOTAL ASSETS | $4,800,000

(Values are illustrative)

10% Tax Bracket

a % Three children with materially different future tax brackets
[

ﬁ,q | RELSEREAWAL create planning opportunities and challenges for an unequal IRA inheritance.

19



UPON THE DEATH OF THE FIRST DYING SPOUSE

Q BN

Surviving Spouse

&S RA $450,000
(G Rollover IRA $450,000
fil IRATOTAL $900,000
F=] Other Assets $3,900,000

(3 TOTAL ASSETS $4,800,000

One Spouse Dies - Surviving Spouse Rolls Over IRA

and maintaining flexibility for future distributions to the children.

CHILD 1

Neurosurgeon
40% Tax Bracket

CHILD 2

School Teacher
25% Tax Bracket

CHILD 3

Non-Self Supporting
10% Tax Bracket

@ The surviving spouse rolls over the inherited IRA, preserving tax-deferred growth

Note: Assumes traditional IRAs. Tax brackets are illustrative and subject to change.



UPON THE DEATH OF THE SURVIVING SPOUSE

Inheritance is Divided Equally — But Taxes Are Not

TRUST FOR CHILD 1 TRUST FOR CHILD 2 TRUST FOR CHILD 3 @ Total [RA Assets $900.000
Neurosurgeon School Teacher Non-Self Supporting : = >
40% Tax Bracket 25% Tax Bracket 10% Tax Bracket
&I. Total Taxes Owed
UL RS ($225,000)
{f} 1/3 IRA Received $300,000 {f) 1/3 IRA Received $300,000 {:} 1/3 IRA Received $300,000
/¥ Remaining IRA
—  Less: Taxes Owed (40%) ($120,000) —  Less: Taxes Owed (25%) ($75,000) —  Less: Taxes Owed (10%) ($30,000) A2 After Taxes $675,000
@ IRA Value After Taxes $180,000 IRA Value After Taxes  $225,000 IRA Value After Taxes  $270,000
&= Cs G F=3  Total Other Assets $3,900,000
{n}  Other Assets Received ~ $1,300,000 {n} Other Assets Received $1,300,000 A1) Other Assets Received $1,300,000 | | ~— T

FINAL ESTATE TOTAL

o 0 R © -

$ 1. HIGHER TAXES THAN NECESSARY 2. UNEQUAL OUTCOMES 3. RUSHED DECISIONS
ﬁuﬂ IRA distributions may be taxed at higher é i ;‘, Equal IRA splits can lead to unequal ?q :() Beneficiaries may spend trust assets
rates than needed, especially if taken after-tax results based on children's too quickly without a coordinated
over many years. tax brackets. withdrawal strategy.
KEY
PLANNING 4. COMPLEXITY & RISK . 5. INFLEXIBILITY = 6. STRUCTURE MATTERS
RISKS & Improper withdrawal timing can create (.__l Once inherited, RA rules limit options ﬁgﬁfhoh Children's trusts should be properly

errors, unnecessary taxes, or missed for adjustments or corrections. drafted as separate Accumulation
savings opportunities. Trusts to maximize flexibility.

Note: Assumes no growth on assets. Tax brackets are illustrative and subject to change.



IMPLEMENT TWIN TEA POT TRUST SYSTEM

AFTER DEATH OF SURVIVING SPOUSE TO MAXIMIZE INCOME TAX SAVINGS

EQUALIZATION
TRUST

(3) ASSETS

$1,400,000

E AFTER 10 YEARS,
OR POSSIBLY SOONER:

Q Can review the TEA POT distributions
for the first 10 years and distribute
“makeup payments” to beneficiaries
or trusts to take TEA POT payments
into account.

0 If TEA POT Trust makes distributions
every other year, then Equalization
Trust can do the same.

‘ INSIGHT

Note: Assumes no growth on assets. Tax brackets are illustrative and subje<§1§§§aln

KEY PLANNING

Twin Tax Efficient Accumulation POT Trusts

“TEA POT”
TRUST

¢S IRA

$900,000

TRUST
FOR CHILD 1

Neurosurgeon
40% Tax Bracket

——  FIRST 10 YEARS
AFTER DEATH:

0 Trustees can hire advisors to determine
how to reduce income taxes and defer
for up to 10 years by making payments

to or for the lowest tax bracket NON-IRA
beneficiaries and those who may have ASSETS
significant expenses and deductions.

$833,333

=1 NOTE: Charitable dispositions might be made
[:% from “Equalization Trust” at the request of
one or more beneficiaries before September
30th of the calendar year following the Plan
Participant's death.

TRUST
FOR CHILD 2

School Teacher
25% Tax Bracket

NON-IRA
ASSETS

$833,333

TRUST
FOR CHILD 3

Non-Self Supporting
10% Tax Bracket

NON-IRA
ASSETS

$833,333

The Twin TEA POT Trust System helps reduce income taxes, defer distributions, and strategically
direct IRA assets to the lowest tax bracket beneficiaries — maximizing after-tax wealth for the family.

og!gll: Estate Planning Masterclass
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IRA DISTRIBUTIONS: FIRST 10 YEARS AFTER SECOND DEATH

o—————— TEA POT TRUST SPRINKLES IRA DISTRIBUTIONS TO MINIMIZE TAXES ———

. “TEA POT” TRUST SPRINKLES:

s:»++ $10,000 a year to Child 2 for 10 years, and

EQUALIZATION “TEA POT”

e T : $70,000 a year to Child 3 for 10 years
TRUST TRUST e S
\ T g o e S -
% i o~ oy
W v S
| \ B
| \ A
() ASSETS  $1,400,000 > IRA $900,000 3 H v
TRUST FOR '~ B\ TRUST FOR TRUST FOR
($700,000) Distributions to Child 3 @& CHILD 1 ' :_:| I} CHILD 2 CHILD 3
($100,000) Distributions to Child 2 Neurosurgeon . ~ School Teacher Mon-Self Supporting
Remaining $1 00,000 40% Tax Bracket 25% Tax Bracket 10% Tax Bracket
Distributions from TEAPOT Trust ~ $100,000 Distributions from TEA POT Trust ~ $100,000 Distributions from TEA POT Trust ~ $700,000
Less Taxes at 25% on Distributions  ($25,000) Less Taxes at 25% on Distributions. ($25,000) Less 15% Tax on Distributions ($105,000)
{a} OtherAssets  $833,333 {a} OtherAssets  $833,333 {o} OtherAssets  $833,333
TOTAL $833,333 TOTAL $908,333 TOTAL $1,428,333
To be used for health, To be used for health, To be used for health,
@ education, maintenance @ education, maintenance @ education, maintenance
and support and support and support
THIS PERIOD: Above strategy is during the first 10 years after the second death — before the Equalization Trust

begins annual even-up distributions.

Session 1: Estate Planning Masterclass
Note: Assumes no growth on assets. Tax brackets are illustrative and subject to change.

— e

)

Note: Child 3 is
in a higher tax

bracket due to

income from

IRA distributions.
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EQUALIZATION TRUST EVEN-UP IN YEAR 11

EQUALIZATION
TRUST

= ASSETS
$1,400,000

Child 1-Yr. 11 ($722,600)
Child 2 - Yr. 11 ($567,800)
Child 3 = ¥r. 11 ($109,600)
Balance $0

including growth and

(2]

KEY PLANNING ~ ©
POINTS

(4]

(5]

Note: Assumes no growth on assets.

“TEA POT”
TRUST

‘{i? IRA v v ¥
$900,000
@% TRUST FOR CHILD 1 TRUST FOR CHILD 2
; Bercusd b Neurosurgeon School Teacher
Fe ClatiGtiond ($800,000) 40% Tax Bgracket 25% Tax Bracket
Re:rnanm ngIRA $100,000 (3 Other Assets $833,333 [[l] Other Assets $833,333
[(— Child2=-Yr.11  ($80,000) {&  Prior TEA POT Trust Distributions 50 [%] Prior TEA POT Trust Distributions  $100,000
L Child3-Yr.11  ($20,000) Sub-Total $833,333 Sub-Total $933,333
Balance $0 f2  Year 11 Distribution frem TEAPOT Trust %0 % Year T Distribution from TEA POT Trust $80,000
Less Total Taxes from Distributions 50 Less Total Taxes from Distributions (525_200}
fram TEA POT Trust from TEA POT Trust
Equaliration Trust Even-Up £722,600 Equalization Trust Even-Up $567,800

TOTAL INHERITANCE $1,555,933

income associated with the assets held under the above trusts will slowly compound the effects of the TEA POT Trust System.

The IRA income will be taxed at much lower brackets.

Each child can be treated equally, if the parents want. Alternatively, if the parents want to favor children who are in lower tax brackets,
not including a time value of money makeup provision in the non-TEA POT, that actually indirectly helps the lower bracket children
without such intention being expressed in the document.

The IRA tax planning can be only in one trust, so you do not have to have three separate trusts that meet the definitions of an
Accumulation Trust. For example, the Accumulation Trust cannot benefit charity, or any entity other than the child.

This forces the tax family to do tax planning every year — because of the whole nature of it, they have to meet with their lawyer or
their CPA every year to do it.

Children might be inclined to be more financially prudent due to the potential for a child’s share being reduced in Year 11.

Session 1: Estate Planning Masterclass

Tax brackets are illustrative and subject to change?

TOTAL INHERITANCE $1,555,933

Note: For the purposes of illustrating the mechanics of the structure, we have not assumed any appreciation or income earned on any assets

EQUALIZATION TRUST DISTRIBUTES ASSETS IN YEAR 11 TO ACHIEVE EQUITY -

Equalization Trust distributes its assets in
Year 11 (or thereafter) based on formula
or "what is fair” to facilitate equivalence.

o O

B Q B &

TRUST FOR CHILD 3
Non-Self Supporting

10% Tax Bracket
(Y Other Assets $833,333
3  Prior TEA POT Trust Distributions £700,000
Sub-Total $1,533,333
f  Year 11 Distribution from TEAPOT Trust  $20,000
Less Total Taxes from Distributions (510? 000)
from TEA POT Trust
Equalization Trust Even-Up £109,600

TOTAL INHERITANCE  $1,555,933

Total IRA Assets $900,000

Total Taxes Owed to IRS ($132,200)
Remaining IRA Balance $767,800

after Taxes

Total Other Assets $3,900,000

TOTAL ESTATE AFTER TAXES

$4,667,800
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CHILD 1: IMPACT OF THE TEA POT TRUST SYSTEM

e——— MORE AFTER-TAX WEALTH THROUGH STRATEGIC DISTRIBUTION PLANNING B

(43

$1,800,000
$1,600,000
$1,400,000
$1,200,000
$1,000,000
$800,000
$600,000
$400,000
$200,000
$0

_@_

CHILD 1- WITH TEA POT TRUST SYSTEM

$1,555,933

The TEA POT Trust System
$722,600 AL significantly increases Child 1's
after-tax inheritance by reducing
taxes and providing an equalization
payment.

-~
-

$833,333

B Other Assets to Child's Trust [ Taxes Paid to IRS
B IRA Assets for Child's Trust B Equalization Amount

CHILD 1 - WITHOUT TEA POT TRUST SYSTEM

$1,977,400
$1,800,000 109600
$1,600,000
Q Without the TEA POT Trust System, $1,400,000 $567,800
higher taxes and no equalization $1,200.008
payment result in a lower $1.096,000
: a $800,000
after-tax inheritance for
Child 1 S $1,300,000
s $400,000
$200,000
$0
B Other Assets to Child's Trust [ Taxes Paid to IRS
B IRA Assets for Child's Trust B Equalization Amount
The TEA POT Trust System reduces taxes and equalizes inheritances, leaving more
KEY TAKEAWAY Y 9 d

wealth in Child 1's trust for health, education, maintenance, and support.
25
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CHILD 2: IMPACT OF THE TEA POT TRUST SYSTEM

$1,400,000
$1,200,000
$1,000,000
$800,000
$600,000
$400,000
$200,000
$0

STRATEGIC DISTRIBUTIONS LEAD TO LOWER TAXES AND GREATER AFTER-TAX INHERITANCE

CHILD 2 - WITH TEA POT TRUST SYSTEM

$1,610,733
$109,600

$567,800

$100,000

$833,333

B Other Assets to Child's Trust B IRA Assets for Child's Trust
B Equalization Amount B Taxes Paid to IRS

$1,400,000

: $1,200,000
Without the TEA POT Trust System, $1,000,000
higher taxes and no equalization $800,000
payment result in a lower $600,000
after-tax inheritance for Child 2. $400,000
$200,000

$0

KEY TAKEAWAY

ﬁ-’ﬁ?‘g With the TEA POT Trust System,

"&? strategic distributions and an equalization
payment reduce taxes and provide
Child 2 with a higher after-tax inheritance.

CHILD 2 - WITHOUT TEA POT TRUST SYSTEM
$1,665,933
$109,600

$567,800

$1,300,000

B Other Assets to Child’s Trust B IRA Assets for Child’s Trust B Taxes Paid to IRS

The TEA POT Trust System reduces taxes and equalizes inheritances,

resulting in more after-tax wealth for Child 2.

Note: Assumes no growth on assets. Tax brackets are illustrative and subject to change.
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